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CAUTIONARY  NOTE: 


(1)  The  21  page  overview  that  follows  cannot  and 
does  not  give  the  refinements  involved  in  the 
transaction's  proposed  documents  which  may  in 
varying  degree  alter  or  effect  items  broadly 
summarized  herein;  nor  can  it  or  does  it  touch 
on  all  matters  contained  in  the  hundreds  of 
pages  of  proposed  documents. 

(2)  While  the  negotiations  between  the  Redevelop- 
ment Agency  staff  and  the  prospective  Develope 
are  nearly  completed,  they  have  not  been 
completed  and  no  legal  relationships,  rights  o 
obligations  are  created  until  all  steps 
required  by  law  have  been  taken  and  the  neces- 
sary documents  have  been  executed  by  the 
parties . 

; D  REF   71 1 .4097  Y444s 

Verba  Buena  Gardens    :  a 
summary  overview  of  the 
1984 . 


1.  Who  will  be  the  parties?     The  Redevelopment  Agency  of  the 
City  and  County  of  San  Francisco   (Agency)   and  a  Joint 
Venture  between  Olympia  &  York  California  Equities,  Corp. 
a  Delaware  Corporation  and  the  Marriott  Corporation,  a 
Maryland  Corporation  as  general  partners  and  Beverly  A. 
Willis,  a  local  San  Francisco  architect,  as  a  limited 
partner   (Developer) . 

Olympia  &  York  California  Equities,  Corp.   is  a  whol- 
ly-owned subsidiary  of  0  &  Y  Equity  Corp. ,  a  New  York 
Corporation  which  in  turn  is  a  wholly-owned  subsidiary  of 
Olympia  &  York  Developments  Ltd.  of  Toronto,  a  Canadian 
Corporation.     The  Rouse  Company,  a  Maryland  Corporation 
will  operate  and  manage  the  retail  portion  of  the  devel- 
opment and  may  also  take  an  equity  position. 

2.  Where  will  it  be?       In  the  Yerba  Buena  Center  Redevelop- 
ment Project  Area,  on  three  blocks  between  Third  and 
Fourth  Streets,  and:  Market  and  Mission  -  Central  Block  1 
(CB-1) ;  Mission  and  Howard  -  Central  Block  2    (CB-2) ;  and 
Howard  and  Folsom  -  Central  Block  3    (CB-3)   above  the 
Moscone  Convention  Center;  and  on  the  block  east  of  Third 
and  South  of  Mission  -  East  Block  2    (EB-2) . 

3.  What  will  it  be?        A  mixed  use  development  consisting  of 
an  office  building,  a  hotel,  a  residential  building, 
retail  uses,  amusement,  recreation  and  entertainment  uses 
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(ARE) ,  parking,  open  space,  plazas  and  gardens  and 
cultural  facilities  on  CB-1,  CB-2  and  CB-3  and  an  office 
building,  residential  uses,  parking,  incidental  retail 

(and  possibly  a  health  club)   on  EB-2.     A  museum  or 
theater  may  also  be  accommodated  on  EB-2. 

4.  What  will  be  on  CB-1? 

A  750,000  square  foot  office  building 

-  A  1,500  room  convention  hotel 
40  residential  units 

-  100,000  square  feet   (approximately)  of  retail 
located  in:     the  hotel,  the  office  building,  the 
residential  building,  the  rehabilitated  PG&E  sub- 
station, in  a  covered  Galleria  from  Market  Street 
and  in  other  small  structures  on  the  block 

-  450  underground  parking  spaces;  and  underground 
service  facilities  for  the  hotel,  retail,  office  and 
residential 

Plazas  on  Market  Street  and  adjacent  to  St.  Patricks 
Church  and  related  open  space   (approximately  72,000 
square  feet  or  30%  of  the  disposition  parcels) 
Access  to  BART  and  MUNI 

5.  What  will  be  on  CB-2? 

70,000  square  feet   (approximately)  of  retail 
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-  78,00  0  square  feet   (approximately)   of  ARE  consisting 
of  an  ice  rink,  a  children's  learning  garden, 
caberet(s)   and  nightclub (s) 

-  100,000  square  feet   (approximately)   of  cultural 
facilities 

-  60%  open  space  consisting  of  landscaped  gardens, 
walks  and  fountains  (Gardens) 

hotel  meeting  rooms  underground  (approximately 
100,000  square  feet) 

1,25  0  parking  spaces  underground;  and  underground 
service  facilities  for  the  hotel  meeting  rooms, 
retail,  ARE  and  cultural 

-  a  tunnel  under  Mission  Street  connecting  the  hotel 
building  on  CB-1  with  the  meeting  rooms  on  CB-2 

a  pedestrian  bridge  over  Mission  Street 

6.       What  will  be  on  CB-3? 

100,00  0  square  feet   (approximately)   of  ARE   (a  cinema 
center,  a  participatory  technological  pavilion 
relating  to  old  and  new  San  Francisco,  caberet(s) 
and  night  club(s) 

-  15,000  square  feet   (approximately)  of  retail 
30-40%  open  space  consisting  of  landscaped  gardens 
(Gardens)   and  landscaping 

-  Two  pedestrian  bridges  over  Howard  Street 
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Approximately  50,000  square  feet  of  convention 
center  related  meeting  rooms  and  35,000  square  feet 
of  support  facilities. 

What  will  be  on  EB-2? 

A  500,000  square  foot  office  building 
300-500  units  of  housing 

-  A  health  club  (permitted) 
Incidental  retail 

-  Underground  parking  and  underground  service  facil- 
ities 

-  A  possible  museum  or  theater  depending  on  availabil- 
ity of  non-Agency /non-developer  funding 

Who  owns  the  land  now? 

The  Redevelopment  Agency  owns  CB-1,    (exclusive  of  exist- 
ing development)   CB-2  and  EB-2.     CB-3  is  owned  by  the 
Agency  and  leased  to  the  City  which  will  own  the  land  and 
the  City  facilities  when  the  Convention  Center  Bonds  are 
paid . 

How  will  the  land  be  disposed  of? 

-  The  office  building  and  residential  sites  on  CB-1 
will  be  sold. 

-  The  retail  and  open  space  on  CB-1  and  the  hotel  site 
on  CB-1  and  CB-2  will  be  leased.      (The  retail  lease 
will  include  the  landmark  PG&E  Substation  for 


rehabilitation. ) 

-  The  retail,  ARE  and  parking  on  CB-2  will  be  leased. 

-  The  Gardens  on  CB-2  will  be  retained  by  the  Agency. 

-  The  cultural  facilities  on  CB-2  will  be  retained  by 
the  Agency  and  operated  by  a  nonprofit  cultural 
corporation . 

-  The  City  will  lease  portions  of  CB-3  above  the 
Convention  Center  to  the  Agency   (except  for  the 
meeting  rooms  site) ;  the  Agency  will  retain  the 
Gardens  and  will  lease  the  ARE/retail. 

EB-2  will  be  sold. 

10 .     Who  will  build,  operate  and  maintain  what? 

The  Developer  is  responsible  for  building,  operating  and 
maintaining  all  of  CB-1  and  the  Mission  Street  tunnel. 

The  Developer  is  responsible  for  building,  operating  and 
maintaining  the  retail  ARE  and  parking  on  CB-2. 

The  Developer  is  responsible  for  building,  operating  and 
maintaining  the  ARE/retail  on  CB-3. 

The  City  is  responsible  for  building,  operating  and 
maintaining  the  meeting  rooms  on  CB-3. 

The  Agency  is  responsible  for  building,  operating  and 
maintaining  the  Gardens  and  cultural  on  CB-2,   the  Gardens  on 
CB-3,  and  the  3  pedestrian  bridges    (to  the  extent  of  available 
funds) . 

When  purchased  the  developer  of  EB-2  is  responsible  for 
building,   operating  and  maintaining  all  of  EB-2. 
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The  Developer  is  responsible  for  fine  arts  on  CB-1,  CB-2, 
CB-3  and  EB-2. 


11 .     How  will  the  building ^  operations  and  maintenance  be 
funded? 

-  The  Developer  funds  all  building,  operations  and 
maintenance  on  CB-1,  on  EB-2  and  on  all  of  its 
leased  parcels  on  CB-2  and  CB-3. 

-  The  City  funds  all  building,  operations  and  mainte- 
nance of  the  meeting  rooms  on  CB-3. 

-  Because  the  Gardens  and  cultural  elements  of  the 
program  are  central  to  the  entire  Yerba  Buena 
Gardens,  and  because  the  development  and  the  opera- 
tion, maintenance  and  security  of  the  Gardens  and 
the  cultural  facilities  are  essential  to  the  econom- 
ic viability  of  the  retail  and  ARE  on  CB-2  and  CB-3, 
the  Agency  is  committed  to  ensure  the  construction 
of  the  Gardens  and  cultural  and  its  maintenance  and 
operation.     Accordingly:      (i)   Proceeds  from  the  sale 
of  the  office  and  residential  building  sites  on  CB-1 
are  committed  to  the  construction  of  Gardens  and 
approximately  one-half  of  the  cultural  facilities  on 
CB-2,  with  any  excess  earmarked  for  an  operating 
reserve,  housing  fund  and  miscellaneous  items.  The 
proceeds  are  deposited  into  a  special  capital 
account  to  be  drawn  by  the  Agency  for  the  stated 
purposes.     Other  funding  available  to  the  Agency 
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e.g.  EB-2  land  sale  and  possibly  tax  increments  will 
be  used  to  complete  the  CB-2  Gardens   (if  necessary) , 
the  cultural  facilities  and  the  CB-3  Gardens,  and 
for  the  housing  fund.      (ii)   The  ongoing  minimum  and 
percentage  rent  payments  and  the  ongoing  participa- 
tion payments  from  office  building  revenues,  are 
committed  to  the  extent  of  an  annual  budget  to  the 
Gardens  and  cultural  security,  operations  and 
maintenance   (GSOM  and  CSOM)   by  means  of  Developer 
offset.     These  sums  are  deposited  by  the  Developer 
into  a  special  account  earmarked  for  CSOM  and  GSOM 
and  drawn  upon  by  the  Agency  for  these  purposes. 
In  addition  to  rent  and  office  participation,  the 
Developer  pays  20%  of  the  budgeted  GSOM. 
-        The  Developer  funds  all  fine  arts  to  the  extent  of 
1%  of  its  hard  construction  costs. 

The  City  contributes  a  share  of  GSOM  on  CB-3  consis- 
tent with  its  use  and  may  contribute  some  amount 
toward  Agency  CB-3  capital  costs. 
12 .     When  will  it  be  built? 

Construction  by  the  Developer  is  planned  in  three 
phases : 

Phase  1  is  the  hotel 

Phase  2  is  the  balance  of  CB-1,  CB-2  and  CB-3 
(office,  retail,  ARE  and  residential) 
Phase  3  is  EB-2   (office  and  residential) 
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The  Gardens  and  cultural  on  CB-2  and  CB-3  will  be 
completed  with  Phase  2 

-  Retail /ARE  and  Gardens  on  CB-3  however  is  dependent 
on  available  funding  for  the  CB-3  Gardens  and 
bridges  over  Howard  Street  and  could  be  delayed 

Phase  1  and  2  will  proceed  immediately  upon  Agency 
Commission  approval  of  the  Development  and  Disposition  Agree- 
ment  (DDA)    subject  to  necessary  City  actions  and  will  proceed 
thereafter  as  quickly  as  construction  document  preparation  and 
approval  and  financing  allows.     A  fast  track  development 
process  may  be  used  at  the  Developer's  option. 

There  are  outside  performance  dates  but  the  Developer  has 
expressed  the  desire  to  proceed  as  expeditiously  as  possible. 
Accordingly : 

-  The  Hotel  building  may  start  in  late  1984.  (Outside 
date  is  November  1,   19  85.)     It  is  expected  to  take 

3  6  months  to  construct. 

The  CB-1  office  building  may  start  in  late  1985. 
(Outside  date  is  May  1,   1986.)     Office  Construction 
is  expected  to  take  24  to  30  months.     All  other 
construction  ARE,  retail,  parking,  Gardens  and 
bridges  and  at  least  one-half  of  the  cultural  is  to 
be  completed  with  the  office  building  on  CB-1.  (A.s 
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noted  CB-3  however  depends  on  available  funding  for 
the  CB-3  Gardens  and  bridges  over  Howard  Street.) 

-        CB-3  meeting  rooms  will  be  constructed  on  the  City's 
schedule. 

EB-2  may  be  sold  by  the  Agency  any  time  after  DDA 
execution  with  both  a  first  refusal  right  and  an 
option  in  the  Developer.     All  rights  of  the  Develop- 
er in  EB-2  expire  on  July  1,   1988  if  not  exercised. 

13 .  Who  will  design  Yerba  Buena  Gardens? 

The  Developer  has  and  will  continue  to  use  the  world 
class  design  firms  of  Zeidler  and  Roberts  Partnership, 
Architects,  Inc.  and  Lawrence  Halprin  Landscape  Archi- 
tects, with  assistance  from  Beverly  Willis,  Omni-Lang 
Landscape  Architects  and  other  architectural  firms  yet  to 
be  selected.     The  Developer's  architects  will  design  its 
own  improvements,  and  also  the  Gardens  on  CB-2  and  CB-3 
on  behalf  of  the  Agency.     The  Agency  will  select  the 
cultural  facilities  designer. 

14 .  Who  will  approve  the  design  of  the  Yerba  Buena  Gardens? 
The  Agency  staff  and  Commission  must  review  and  approve 
the  design  of  all  improvements.     The  City  also  reviews 
and  approves  the  design  of  the  improvements  on  CB-3.  The 
Agency  Commission  will  consider  and  act  on  design  at 
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public  meetings  at  the  schematic  drawing  and  preliminary 
construction  document  stages.     The  Commission  will  also 
act  on  certain  early  design  aspects  at  the  time  of  the 
public  hearings  on  the  DDA.     The  Agency  staff  and  Commis- 
sion will  also  continue  to  be  advised  by  its  design 
consultants  and  will  consult  as  appropriate  with  the 
staff  of  City  Planning.     To  date,  the  Agency  has  used: 
Thomas  Aidala,  a  San  Francisco  architect  and  urban 
designer,  Rai  Okamoto ,   former  director  of  City  Planning, 
Harry  Weese,  an  internationally  known  architect,  and 
Hideo  Sasaki,  a  world  recognized  landscape  architect. 

15 .  V7ill  there  be  conditions  to  the  Developer  proceeding? 
Yes.     The  Developer's  obligation  to  proceed  with  the 
hotel  and  the  office  building  on  CB-1  is  conditioned  on 
obtaining  financing  and  certain  city  actions.  Conveyance 
of  the  office  building  site  is  conditioned   (by  the 
Agency)   on  the  Developer's  securing  of  financing  and 
proceeding  with  the  ARE/retail/parking. 

16 .  What  happens  if  the  Developer  doesn't  proceed? 

If  the  Developer  does  not  proceed  with  the  Hotel,  it 
loses  the  balance  of  the  project,  plus  $1,000,000  and  all 
plans  and  specifications.     If  the  Developer  proceeds  with 
the  hotel  but  does  not  proceed  with  the  CB-1  office 
building  it  loses  $4,000,000  plus  the  plans  and  speci- 
fications and  the  balance  of  the  project.     If  it  does  not 


-11- 


proceed  with  EB-2  having  proceeded  with  CB-1,   2  and  3,  it 
loses  $2,000,000.     Developer's  architectural  costs  to 
date  are  stated  to  be  approximately  $3,000,000.  At 
scheduled  CB-1  office  building  conveyance  date,  the 
Developer  estimates  it  will  have  approximately 
$10,000,000  in  plans  and  specifications. 

17 .     Who  will  manage  the  Yerba  Buena  Gardens  after  it  is 
completed? 

-  0  &  Y  California  Equities  Corp.  will  manage  the 
office  buildings 

Marriott  Corporation  will  manage  the  hotel 

The  Rouse  Company  through  a  subsidiary  will  manage 

the  retail   (10  year  commitment) 

-  The  Developer  will  manage  the  ARE  with  separate 
facility  operators 

A  broadly-based  nonprofit  corporation  will  manage 
the  cultural 

-  The  City  will  manage  the  meeting  rooms 

The  Agency  through  a  selected  operator  will  manage 
the  Gardens 

The  Developer  will  manage  the  CB-2  parking  through 
an  operator. 

(Developer  includes  any  successors  in  interest.) 
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18 .  Will  the  Open  Space  on  CB-2  be  active? 

The  Developer  and  Agency  plan  a  joint  program  of  major 
events  and  ongoing  activities  for  the  Gardens  for  the 
first  two  years  after  the  Gardens  are  completed.  After 
the  first  two  years  activation  will  continue  under  the 
control  of  the  Agency. 

1 9 .  How  will  the  activation  be  funded? 

For  the  first  two  years  the  Developer  will  advance 
$2,000,000  for  activation  by  deduction  from  its  fine  arts 
obligation.     This  fine  arts  funding  will  be  replaced  as 
funding  is  available  to  the  Agency,   $1,000,000  by  the 
Agency  and  separately   (dollar  for  dollar)   $1,000,000  by 
the  Developer.     After  the  first  two  years  activation 
funding  will  be  on  an  as  available  basis. 

20 .  What  kind  of  housing  will  the  340  -  540  units  be? 

The  housing  is  planned  to  be  market  rate  condominiums. 
There  are  currently  863  units  of  low  and  moderate  income 
housing  units  in  Yerba  Buena  Center,  with  182  more  under 
construction  and  approximately  200  more  planned. 

21 .  Will  there  be  a  Housing  Fund? 

The  Agency  is  committed  to  a  $5,000,000  housing  fund  for 
housing  in  the  south  of  Market  area. 

22 .  How  will  the  Housing  Fund  be  funded? 

The  Agency  has  earmarked  a  portion  of  the  CB-1  office 
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building  proceeds  for  such  a  fund,  with  the  balance  of 
funds  to  come  from  other  funding  available  to  the  Agency 
e.g.:  other  sale  proceeds  and  tax  increments  if  avail- 
able . 

23.  What  will  be  the  Cultural  Program? 

The  San  Francisco  cultural  community  has  recommended  and 
the  Agency  and  Developer  have  agreed  upon  a  showcasing 
concept  which  is  one  principally  oriented  to  display  the 
talents  of  the  San  Francisco  cultural  community. 

The  proposed  facilities  will  include,  a 

-  gallery  and  exhibit  space  of  20,000  square  feet 

-  theatre  of  600  seats 
video/film  facility  of  100  seats 

-  forum  of  10,000  square  feet 

-  administration/box  office  of  5,400  square  feet 
(square  footages  are  approximate) 

24 .  What  will  be  the  benefits  to  the  City? 

Yerba  Buena  Center  is  a  redevelopment  area.  It  has  also 
been  designated  as  an  Economic  Development  Area  (EDA)  by 
the  City  for  purposes  of  the  Community  Development  Block 
Grant  program. 

Yerba  Buena  Gardens  in  addition  to  providing  significant 
major  open  space  gardens  and  cultural  facilities  for  the 
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City's  residents  and  visitors,  will  be  the  major  step  in 
completing  the  Yerba  Buena  Center  Redevelopment  Project 
and  in  implementing  economic  development  activities  in 
the  project  through  the  private  hotel,  office,  ARE, 
retail,  and  parking  uses.     The  Developer  is  fully 
committed  to  vigorously  implementing  a  comprehensive 
Affirmative  Action  Program,  designed  to  maximize 
employment  and  business  opportunities  for  minorities, 
women  and  San  Francisco  residents  in  the  design, 
construction,  occupancy,  and  use. 

It  is  estimated  by  the  Agency's  real  estate  and  economic 
consultants  Keyser  Marston  Associates,  Inc.  and  by  the 
Developer   (with  some  variation  in  estimates  between  them) 
that  through  this  private-public  partnership,  stimulated 
and  nurtured  by  public  monies,  there  will  be  produced 
upon  and  after  completion  approximately: 
2,000  construction  jobs 

-  4,500  new  permanent  jobs,  many  for  lower  income 
residents  and  minorities 

7.8  million  dollars  in  real  property  taxes  (annual 
e.g.:  1990-1991) 

-  1.7  million  dollars  in  sales  taxes   (annual  e.g.: 
1990-1991) 

6.8  million  dollars  in  hotel  room  taxes  (annual 
e.g.:  1990-1991) 
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2.3  million  dollars  in  payroll  taxes    (new  jobs) 
(annual  e.g.:  1990-1991) 

(Earlier  realization  of  some  taxes  and  jobs  is 

anticipated  as  phases  are  completed.) 
In  addition  the  Agency  estimates  that  excess  income  to 
the  City  after  CSOM  and  GSOM  at  approximately  10  years 
from  completion   (year  2000)  may  be  as  much  as  $3,000,000; 
at  2020  may  be  as  much  as  $15,000,000;  and  increasing 
thereafter . 

Furthermore  ownership  of  the  leased  land  is  retained  and 
improvements  on  leased  land  are  returned  for  the  benefit 
of  the  future  San  Francisco. 

2  5 .     When  is  the  Disposition  and  Development  Agreement  expect- 
ed to  be  considered  by  the  Agency? 

The  Agency  may  legally  proceed  after  considering  the 
appropriate  environmental  documents  and  after  a  public 
hearing,  on  statutory  notice.     Because  of  the  signifi- 
cance of  this  project  and  its  complexity,  there  has  been 
an  early  disclosure  of  the  basic  elements  of  the  trans- 
action, and  somewhat  longer  than  the  statutory  period 
will  be  taken  with  the  documents  in  order  to  give  full 
exposure  to,  and  receive  comments  from,  the  citizens  of 
San  Francisco.     It  is  estimated  that  most  documents  will 
be  available  for  public  review  by  mid-May  1984  and  that 
after  a  public  hearing  final  consideration  by  the  Agency 
Commission  will  be  some  time  in  mid-June  1984. 
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2  6 .     What  actions  will  involve  the  City? 

Some  street  closures,   some  possible  air  rights 
transfers,  and  cul-de-sac  rearrangement  on  CB-1  and 
EB-2; 

Rezone   (for  the  future)   the  old  GSA  site   (a  portion 
of  the  Hotel  site) ;  and  approve  its  disposition 
value    (tax  increment  requirement) ; 
-        Grant  easements  for  the  Mission  Street  tunnel  and 
Mission  and  Howard  Street  bridges; 
Lease  the  non-meeting  room  portion  of  CB-3  to  the 
Agency 

27 .     What  will  be  important  construction  limitations? 

The  hotel  and  the  office  building  on  CB-1  are  the  major 
buildings.     They  will  be  400  feet  high  and  of  a  config- 
uration necessary  to  achieve  the  development  program  but 
will  protect  the  Grant  Avenue  view  corridor.     400  feet  is 
the  permitted  height  on  CB-1. 

The  residential  building  on  CB-1  will  be  consistent  in 
height  with  the  adjacent  Mercantile  building. 

Retail  on  CB-1  will  be  in  the  hotel,  office,  and  residen- 
tial buildings,  the  PG&E  Substation,  the  lowrise  Galleria 
and  in  several  other  small  low  buildings. 

CB-2  has  an  Agency  imposed  height  limit  of  80  feet  and 
structures  will  be  well  under  that  limit. 
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CB-3  has  an  Agency  imposed  height  limit  of  60  feet  from 
the  roof  of  the  Convention  Center.     Actual  structures  on 
CB-3   (with  the  exception  of  a  decorative  cinema  dome  on 
CB-3)  will  vary  within  that  limit. 

EB-2  height  limits  are  500  feet  North  of  the  North  line 
of  Hunt  Street  and  320  feet  South  of  the  North  line  of 
Hunt  Street.     However,  it  is  anticipated  that  the  office 
building  will  not  exceed  400  feet;  and  a  view  corridor  to 
the  Telephone  Building   (to  the  east)  will  be  preserved  in 
the  320  foot  height  area. 

28 .     What  will  be  the  economic  terms? 

The  CB-1  office  building  will  be  sold  at  $43.33  per 
square  feet  of  gross  floor  area   (GFA)   -  $32,497,500 
escalated  from  July  1,   1983  with  the  Engineering 
News  Record  San  Francisco  Building  Index  until 
conveyance.     In  addition  the  office  building  pays 
annual  participation  of  8%  from  net  cash  flow  after 
a  15%  preferred  return  to  the  Developer  on  develop- 
ment costs. 

The  CB-1  residential  is  sold  at  $36,900  a  unit 
similarly  escalated  against  30%  of  the  net  profit  on 
resale   (whichever  is  higher) . 

EB-2  is  sold  at  market  value  for  the  500,000  GFA 
office  building  and  the  300-500  residential  units. 
The  EB-2  health  club,   the  retail  and  the  existing 
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Williams  building  will  be  appraised  as  part  of  the 
office  and  residential.     The  office  building  also 
pays  the  same  participation  as  the  CB-1  office 
building . 

The  hotel  is  leased  for  60  years  with  two  15  year 
options  exercisable  separately  or  together. 
The  hotel  pays  "holding  rent"  from  the  DDA  execution 
date  at  the  rate  of  $325,000  a  year  for  3  years  and 
$500,000  a  year  thereafter,  from  DDA  execution  date 
to  opening  date. 

The  hotel  pays  minimum  rent  of  $1,050,000  a  year  for 
8  years  from  opening  date  and  $1,500,000  a  year 
thereafter . 

The  hotel  pays  4%  on  gross  income  from  rooms  and  2% 
on  gross  income  from  other  sales,  against  the 
minimum  rent. 

Hotel  rent  is  redetermined  if  the  options  are 
exercised  but  it  can  never  be  less  than  4%  and  2%. 
The  retail  on  CB-2  is  leased  for  60  years  and  on 
CB-1  for  60  years  with  two  15  year  options.  There 
is  a  minimum  retail  rental  of  a  $1.00  a  square  foot 
plus  a  percentage  rent  based  on  net  cash  flow  after: 
(i)   a  developer  preferred  return  on  actual  equity  of 
20%,    (ii)  mortgage  payments  and   (iii)  operating 
expenses  are  deducted  from  gross  income.  The  per- 
centage rent  escalates  from  15%  to  49%  on  net  cash 
flow  per  square  foot  e.g.,   15%  on  $15.00  or  less; 
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30%  on  $30.00  to  $31.00  and  49%  on  $49.00  or  more. 
CB-2  ARE  is  leased  for  60  years  at  the  same  rental 
as  the  retail  except  there  is  no  minimum  rent. 
The  parking  on  CB-2  is  leased  for  60  years  at  50%  of 
net  cash  flow. 

The  ARE/retail  on  CB-3  is  leased  by  the  Agency  for 

50  years  at  the  same  retail/ARE  rentals. 

The  City  leases  CB-3  to  the  Agency   (minus  the 

meeting  rooms)    for  50  years  at  6%  of  the  Agency's 

net  income  from  the  Yerba  Buena  Gardens  after  CSOM 

and  GSOM  and  other  Agency  commitments  have  been 

satisfied. 

2 9 .  Who  has  reviewed  these  terms? 

Throughout  the  negotiation  the  Agency  has  been  advised  by 
the  nationally  recognized  real  estate  and  economic 
consultants  of  Keyser  Marston  Associates,   Inc.  Their 
value  conclusions  have  been  verified  by  two  independent 
MAI  firms  retained  by  the  Agency:     Mills-Carnegie  and 
Real  Estate  Research,  Corporation.     All  conclude  that 
values  are  appropriate  and  that  the  public  interest  has 
been  well  served.     Wallace  Wortman ,  the  City  Director  of 
Property,  also  advised  the  Agency  on  the  appropriateness 
of  values. 

30 .  Will  there  be  guaranties  and  equity  requirements? 

Yes.     The  construction  obligations  of  the  Developer  are 
guarantied  by  O&Y  Equity  Corp.     There  is  a  cap  (maximum) 
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on  the  guarantee  for  Phase  2  and  3,  this  cap  is  equal  to 
25%  of  total  development  costs.     For  Phase  1  the  cap  is 
20%  of  total  development  costs  less  the  development's 
actual  equity  contributed  to  Phase  1.     In  addition,  on 
Phases  2  and  3,  the  Developer  must  maintain  20%  equity  or 
give  the  Agency  a  letter  of  credit  equal  to  10%  of  total 
development  costs. 

Provisions  with  the  same  effect  apply  to  the  Marriott 
Corporation  as  general  partner  of  the  Developer. 

There  are  also  lease  guaranties  through  construction  for 
non-construction  items. 

31 .     What  will  be  the  legal  documentation  for  the  transaction? 
The  primary  document  is  the  Disposition  and  Development 
Agreement  to  which  other  basic  documents  noted  below  are 
attachments,  each  with  their  own  exhibits. 
The  Hotel  Lease 

The  ARE/Retail  Parking  Lease    (covering  CB-1  and  CB-2 
Retail,  CB-2  ARE  and  parking  and  CB-1  open  space) 
The  CB-3  ARE/Retail  Lease 

The  CB-3  City-Agency  Lease  and  Coordination  Agree- 
ment 

The  Reciprocal  Easement  Agreement   (REA)  covering 
sold  and  leased  parcels  on  CB-1  except  residential 
(there  will  be  a  similar  REA  for  EB-2) 
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The  Residential  Retail  REA  covering  the  relationship 
of  the  residential  and  retail  in  the  CB-1  residen- 
tial building 

The  Retail-Agency  sublease  for  an  upper  floor  of  the 
Jessie  Street  substation 
The  Construction  Guaranty 
The  Lease  Guaranties 

(The  foregoing  titles  are  descriptive,  not  exact.) 

In  addition  the  DDA  also  includes  other  basic  documents 
as  attachments: 

A  Perimeter  Plan 

A  Site  Plan 

A  Scope  of  Development  setting  development  limits, 
requirements,  standards  and  guidelines 

-  A  Schedule  of  Performance 

-  A  Construction  Manager /Design  Agreement 

-  The  major  business  terms   (other  than  the  amount  of 
compensation)   for  the  Marriott  Management  Agreement 
and  the  Rouse  Sublease 

The  form  of  all  basic  documents  and  their  exhibits  will 
be  approved  as  part  of  the  DDA. 

The  sublease  or  operating  agreement  with  the  nonprofit 
cultural  entity  will  be  subsequently  prepared  by  the 
Agency. 
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